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l. | NTRODUCTI ON

Backgr ound

This Report is neant to serve as an input to trade policy
formul ation and inplementation. It is part of the effort of USAI D
through its Building Equity and Economc Participation (BEEP)
Project to contribute to the econom c reform process of the Guyana
Governnment. Under this project, in the area of trade policy, a
Strategic Plan was adopted by the Mnistry of Trade, Tourism and
| ndustry for enhancing its capacity to fornmulate and inplenent trade
policies. In addition, proposals have been made for building a Trade
Policy Unit wthin the Mnistry. USAID with the approval of the

Government of Guyana, contracted IQd International, Inc., to nmanage
the BEEP Project. Anthony Peter Gonzales was contracted by 1d
International, Inc., as the Consultant, to undertake the study. Hs

expertise and experience are outlined in Appendi x 3.
Scope of Work

Guyana’ s international trade takes place under trading regines
such as the GCeneralized System of Preferences (GSP), the Most
Favoured Nation C ause (MN), the Lonme Convention (Lone), the
Cari bbean Basi n Econom ¢ Recovery Act ( CBERA) , t he
Cari bbean/ Canadi an Agreenent (CARI BCAN) and CARI COM These trading
regi nes are now subject to significant changes which call for a re-
exam nation of Quyana’'s external trade policy in the years ahead.
The trade policy options for Guyana, given its |evel of devel opnent,
existing and potential export structure, and capacity to attract
capital, etc., have been under scrutiny for sonme tinme both in the
public and private sector.

Questions have been raised as to the extent and pace at which
Guyana should go beyond its process of wunilateral and regional
| i beralization and present WIO comm tnents, as well as the costs and
benefits of post-Lonme and FTAA arrangenents. It is in this context
that the Consultant was asked to examne, in consultation wth the
Public and Private Sector, sone of these issues. Mre specifically
he was entrusted with the follow ng tasks:

“ to review the existing trading arrangenents (WGQ, the Lone
Convention, The Caribbean Basin Econom c Recovery Act, CARI BCAN
and CARI COM ;

% to examne specifically the challenges and opportunities facing
Guyana in the WIQ, FTAA, post-Lone and CARICOM wth the aim of



el aborating strategies that would maxi m ze benefits and m nim ze
costs;

% to assess the significance of trade-related areas (environnent,
standards, technical barriers, intellectual property, etc) for
mar ket access; and finally

% to elaborate an international trade strategy for GQGuyana by
exam ning the various trade policy options open to Guyana.

In Guyana, the process of macroeconomc and structura
adjustnment is well on its way. Programes that seek on a macro-
econom c basis to correct variables such as prices, exchange rates,
wages, public expenditure, trade deficits and debt |evels have been
i npl enmented since 1989/1990. At the structural level, policies to
enhance conpetitiveness have already been put in place and are being
fine-tuned. Essentially, they relate to public sector nodernization,
private sector developnent, reform of the trade regine and the
financial system and the overhauling of the public sector
investnment programme. The |liberalization process is expected to
yield gains in inconme, enploynent and diversification of the
production structure.

In the light of the above, the focus of this analysis in terns
of the scope of work is on the foll ow ng:

A review of the external trade situation

An assessnent of the trade liberalization process;

An exam nation of the actual and potential exportable offer;
A review of existing and prospective markets;

An assessnent of the nature of preference erosion in Loneg,
CARI BCAN and CBERA,

An analysis of the inpact of |ikely devel opnents in post-Lone and
FTAA arrangenents;

A study of the various trade integration options;

An el aboration of an appropriate trade strategy.



The existing literature on the above has been reviewed as well
as data has been <collected and analyzed. A qualitative and
gquantitative assessnent of the econom c inpact of preference erosion
as well as new market access opportunities has been attenpted. This
was done in consultation with the private sector as part of on-going
efforts to integrate the private sector into decision-nmaking on
trade policy which should have positive effects for t he
i npl emrentation of these agreenents as well as for investnent.

The institutionalization of the liberalization process within a
multilateral framework began with the acceptance of bi ndi ngs as
well as limted tine-phased reciprocity in a nunber of trade-rel ated
areas within the WO (GATT 1994). It 1is now being extended
regionally in FTA negotiations with the Dom ni can Republic, Col unbia
and the Andean G oup. In the years ahead, further extensions of the
l'iberalization process will be required as reciprocity is introduced
in trade rel ati ons between devel oped and devel opi ng countri es.

The Report focuses on the major trading relationships. Precise
assessnment of the consequences is difficult in view of the constant
evolution of the global situation. No discussion of services is
enbar ked upon at this nmonent in view of the limtations of tine and
resour ces.

Met hodol ogy

A review of the literature from Governnent and non-governnenta
sources was first conducted. This desk research formed the basis of
conducting interviews and collecting statistical data and
docunentation. A selection of interviews was nade based on the role
pl ayed by various actors in external trade policy fornulation. The
rel evant policy makers as well as the industry representatives in
the private sector were accordingly targeted for interviews. (The
list of persons contacted is shown in Appendix 2).

Information was gat hered internationally and regionally,
especially from CARICOM the USITC, EC Comm ssion, ACP Secretariat,
Worl d Bank, UNCTAD, and WIO A Draft Report was then prepared and
circulated for coments to the stakeholders who were then invited to
discuss this report at a Semnar entitled “ Guyana s External Trade
Strategy wth Particular Reference to FTAA and post-Lone
Arrangenents” held on Thursday,9 July 1998. This revised draft was
t hen prepared based on the comments nade at the Sem nar.

1. NATURE AND PATTERN OF EXPORTS

The growth of GQGuyana’s exports accelerated at the begi nning of



the 1990s as conpared to the period of the 1980s when it was quite
sl ow and even negative in sone sub-periods. Over the entire period

from 1980 to 1997, little dynamsm in exports in ternms of the
energence of new exports has been exhibited. Traditional exports of
sugar, rice, alumnum ores and rum still continue to dom nate the

export pattern even though their share has recently declined due to
the increases in gold, dianonds, and shrinps along with sone non-
traditional agricultural and agro-processed itens.

Sl ow product diversification has also been acconpanied by slow
mar ket diversification. The USA, Canada and the EU have kept their
dom nant positions in Guyana's trade. The only noteworthy change is
that recently Canada has been energing as a nore significant trading
partner. CARICOM trade has not grown in nuch significance and no
other identifiable regional markets have been penetr at ed.

In its largest market, the EU, CGuyana is counted anong the ACP
countries that did not make use of the opportunities presented by
trade preferences to diversify. Its trade performance has in fact
been quite poor. The growth of its exports on this nmarket has been
quite slow. Even though the period 1980-1997 saw a faster growh
rate of 3.9% as conpared to the period 1976-1990 of 1.3% the
overall rate is still low for the entire period. The faster growth
(8.5% of exports in the last 7 years (1990-1997) largely conditions
t he performance of the 1980-1997 periodi. (Table 1)

No new dynamic products on the EU market are also visible
(Tables 2,3,4). R ce exports recently increased to netropolitan EU
as conpared to the earlier period because of the change in the
regulation which limted access to the OCT countries.(Table 4).
O her products have maintained their share in exports with recently
the slight drop in sugar giving way to an increase in rice. (Table
3) Sone decline in ethyl alcohol is observable in the 1991-1997
period as well as a significant junp in the exports of alum num ores

1. Under Lomé, African, Caribbean, and Pacific (ACP) developing countries are granted quota-free and duty-free
access to the EU market. Some of the ACP countries have gained entry into the EU market for certain “non-traditional
exports.” Examplesinclude products such as processed rubber, cut flowers, cotton yarn, apparel, and wood products.
However, with the exception of Mauritius, ACP countries generally have not been able to fully exploit these preferences.
Specifically, in case studies of a number of ACP countries, the following problems were cited: “. . . low priority given by
ACP States to trade policy; very small manufacturing sector; lack of production capacity to increase export supply;
inability to conform to EU quality standards; inadequate access to export finance; lack of market knowledge; lack of
technology; shortage of trained, skilled manpower.” A recent assessment of the impact of the trade preferences under
Lomé identified these products as examples of export development that was facilitated by the preferences. The report
noted that the following countries were able to devel op export markets for cotton yarn (Kenya, Zambia, and Zimbabwe)
and apparel (Kenya, Ethiopia, Zimbabwe, and Mauritius). Imani Development (International) Ltd., Evaluation of the
Trade Provisions of the Lome Convention: Volume I, Main Report, 1994, p. 2.



over the 1991-1992 period. Sugar also enjoyed sone increase in the
1991- 1997 peri od.

General ly, Guyana did not share in the expansion of exports from
devel oping countries that took place since 1974 in spite of the
special trade preferences received in OECD nmarkets (GSP, Lone, CBI,
CARIBCAN). Policies and institutions were not put in place to take
advant age of these concessions by facilitating diversification and
t he devel opnent of supply capability. At one point Guyana was not
even able to fill its quotas especially in sugar, not to nention
pronot e new products.

Guyana’s exports were mainly in primary products which did not
enj oy the expansion of world trade as experienced by manufacturers.

Most of the primary products were and still are in areas wth
i nel astic demand, so that the result of neglecting these exports was
a further fall in its already small world market share. Even though

there was sone help from purchasers in the form of preferences,
there was little assistance from foreign investors in trying to
mai ntain this market share

L. NATURE AND STRUCTURE COF | NTEGRATI ON | NTO THE WORLD ECONOWY
a. UNI LATERAL AND REG ONAL LI BERALI ZATI ON

Guyana has been following the 1993 CARICOM CET rate structure
and its tine phases as shown in TABLE 5. It has inplenented all the
phases except the |ast one which started at the beginning of 1998.

The maximum tariff had been reduced from 45 to 35% between
1990-1993. It was further dropped from 30/35 in 1993 to 20/25 in
1997. From 1990 to 1997, the maxinumtariff therefore has dropped by
50%



TABLE 5: 1993 CET RATE STRUCTURE AND I TS Tl ME PHASES

Period of Application | mpl ement ati on Peri od Date Structure
1.1.93 - 31.12.94 1.1.93 - 1.7.93 5(0-5LDCs)to 30/ 35
1.1.95 - 31.12.96 1.1.95 - 1.7.95 5(0-5LDCs)to 25/30
1.1.97 - 31.12.97 1.1.97 - 1.7.97 5(0-5LDCs)to 20/ 25
1.1.98 onwards 1.1.98 - 1.7.98 5(0-5LDCs)to 20

Sour ce: CARI COM Secretari at

In Table 6 bel ow, decreases in the maxi mum CET tariff were set
in 1993 for particular categories of goods. These have been
inplenmented with the rates in the 1997 phase now applicable in the
case of GQuyana. Moire specifically, as shown in Table 7, applied
rates have fallen appreciably in the food inport sector, clothing
and footwear, textiles and fabrics, internediate goods, machinery
and capital goods. Applied rates have remained the sane or slightly
i ncreased for the beverages and tobacco sector, notor car vehicles
and fuels.

The average weighted applied tariff recorded in 1997 is 13%
which is slightly less than the sane tariffs in 1992. Effective
rates are however very |ow and average from 1992-1997 at around 4%

Guyana has had sone appreciable trade liberalization. Up to
1990, trade restrictions had been based essentially on an el aborate

system of inport licensing and exchange control. The granting of
inport licenses had been largely related to the availability of
forei gn exchange. As a result, the extent of trade controls was

effectively reflected in the degree of exchange rate restrictions.
In 1991, the exchange rate was floated agai nst the backdrop of the
removal of restrictions on trade.



TABLE 6: RATE LEVELS FOR THE CET FOR 1/1/93 TO 1/1/98

1/1/93 1/ 1/ 95 1/ 1/ 97 From
CATEGORI ES to to to 1/1/98
31/ 12/ 94 31/ 12/ 96 31/ 12/ 97
1. Non- conpet i ng
Primry,
| nt er redi at e and 5 5 5 5
Capi tal | nputs*
2. Conpeting Primary
| nputs and Capital 20 15 10 10
Goods.
Sel ected Exports
3. Conpeti ng
I nt er medi at e 25 20 15 15
| nput s
4. Non- conpeti ng
Fi nal Goods 25 25/ 30 20/ 25 20

5. Agro-industry,
Gar nent s, 30/ 35 25/ 30 20/ 25 20
General Manuf actures

*0-5%for LDCs for all time phases in this category.

Sour ce: CARI COM Secret ari at

The process of trade reformstarted in 1990 with the renoval of
inport I|icenses for goods purchased through the canbio exchange
market. This followed a nmassive deval uation of the currency in 1989
in an attenpt to align the official rate with the parallel rate. The
effective rate of protection dropped by over 50% in 1990 as conpared
to its 1988 level. Thereafter, significant drops in protection are
detectable. In 1991 the level of effective protection continued to
fall appreci abl y. From there onwards, rates of protection
stabilized, declining slightly further as a result of decreases in
nom nal tariffs. (Table 8)



On average devel oping countries, especially in Latin Anerica,
that have followed a process of gradual trade |iberalization have
tariffied quotas, licenses and other non-tariff barriers at a
uni form high level of 50% in the first phase. In the second phase
as the econony grows and the balance of paynents inproves, tariffs
are then taken down to 10% Such an approach is consi dered noderate
and it allows conpetition at the margin.

Guyana’'s better trade performance in the 1990's facilitated the
process of liberalization. There have been no reversals in trade
policy and sone correlation is even observable between trade
i beralization and export growh indicating the positive effect of
openness. Trade liberalization on the whole however is in a delicate
stage. Macroeconom c stability is yet to be clinched and policies to

ensure significant investnent flows are still to be inplenented.
W t hout the levels of human capital, technol ogy and
i nstitutional devel opnent (in particul ar efficient export

institutions), an outward orientation has been established. The real
ef fective exchange rate (Table 8) set in 1990 has been nore or |ess
sustained through low rates of inflation. An aggressive real
exchange rate policy can however only be nmaintained by a
sust ai nabl e macr oeconom c¢ bal ance.

It is doubtful whether there are any gains from further
liberalization. Wth such |low effective rates of duty coupled with
rel atively porous borders, lack of adm nistrative capacity and a | ow
conpliance rate, wunilateral liberalization may well have run its
cour se.

On certain specific products, high nom nal protection rates are
still afforded. Beverages and tobacco (where in sone cases the
maxi mum tariff reaches 100% even though the effective tariff is just
7-109% enjoy high protection. Wod products, agricultural and agro-
processed itens, sone durable consuner itens as refrigerators,
pai nts, detergents and fish products are also highly protected on
average between 40% 45% Licenses are still required for nedicina
drugs, chilled neat and anmmunitions. Livestock/animls, plant
material, neat and neat preparation (poultry, etc.) and tobacco pay
stanp duties. A 30% consunption rate is placed on nost goods.

b. MEN (WO

In terns of its schedule of commtnments in the WO no
significant effort at trade liberalization is observable in the
Uruguay Round (UR). The nmjor change involved the binding of
tariffs. Guyana did a 100% MFN bi nding on all agricultural and agro-
processed goods and 50% for manufactured itens.(Table 11) Exceptions



were w ne 50% under-natured ethyl 50% cigars 85% tobacco 85%

jewel ry 70% and petroleum oils at 50% Inport restrictions were
renmoved and tarriffied before the conclusion of the UR in 1994.

Guyana also commtted itself to the reduction of donmestic support

and export subsidies for agricultural products as well as a 24%
tariff cut in tarifficated tariffs on agricultural goods by the year

2004.

| npl enentation of the above UR will span 10 years for QGuyana
until 2005. Under its structural adjustnment programes donestic
support and export subsidies have already been elimnated.
Devel opi ng countries have eight years to elimnate export subsidies
and 5 years to elimnate those based on the use of donestic inputs.
Guyana has been exenpted from the elimnation of subsidies on
donestic inputs.

Commi tments have al so been made on a reciprocal basis in trade-
related areas such as trade-related intellectual property (TRIPS)and
trade-rel ated i nvest nent neasures(TRI MS).

c. NATURE OF PREFERENCES AND PREFERENCE EROSI ON
1: Structure of Preferences

At present an estimated 45 % of GGuyana' s exports enjoy
preferences in external nmarkets. These would be GSP, Lonme, CBERA
CARI COM and CARI BCAN as shown in Table 9. Dependence on preference
is heavy in the EU market where 87% of the exports to that market
are subject to preference. In ternms of the value of preferential
exports, roughly 70% is in the EU market. As regards special
preferences (preferential treatnent not given under the GSP), 78% of
Guyana’'s exports are so covered in the EU market. This would
constitute 84% of the total value of goods covered by exclusive
speci al preferences under the CBI, Lone and CARI BCAN. Preferenti al
exports to Canada and the US are 24% and 31% respectively. Special
preference is much lower in the US and Canada. In CARICOM all
exports receive special preference but the volune and val ue of such
exports remain small. The critical inportance of the EU market is
therefore highlighted as a result of this heavy dependence on Lone
speci al preferences.



In product and market ternms, the nmain commobdities that enjoy
speci al preferences are sugar, rumand rice mainly on the EU nmarket.
(Tabl e 10)

2. lInpact of the Uruguay Round (UR)

3. NATURE OF PREFERENCE ERCSI ON

Li ke other Caribbean countries, Quyana has access to a w der
range of preferential schenes. In so far as the tariff cuts in the
UR eroded the preferential treatnment enjoyed by Guyana under the
GSP, the Lone Convention, CBERA and CARI BCAN, the inpact of the UR
can be expected to be negative. Unlike other devel oping countries
which can benefit from global I|iberalization by getting inproved
benefits in alternative markets, the scope would have been very
limted for Guyana outside its traditional trading markets. The
problem would have been further conpounded by the lack of
conpetitiveness.

Limted UR concessions by the EU and the US on agricultura
products however served to protect certain agricultural exports
from Guyana that are linked to the donestic protection systens of
these countries. Nevertheless, the UR should reduce the prices paid
for sugar and rice on the EU market and this should have a negative
i npact on the export earnings of Guyana.

A UR effect of a 7.9% increase in world market price of sugar
as a result of a 34% tariff reduction and a 9% increase in the
price of rice as a result of a 39% reduction of protection have
been esti mated2. Beverages such as rumw || experience a 39% tariff
or tariff equivalent reduction by developed countries and world
mar ket suppliers should benefit. Since the EU sugar price is tied
to that set in the CAP, the effects of lower prices will not be
fully felt until 1999 or 2000.

Under the WIO, the EU has the right to use safeguard tariffs
until 2000. After that date, the EU wll find it nore difficult to
keep sugar prices at a high level. The present reference price is
based on the high price of inported sugar (intervention price).

The EU in 1995 began to tarifficate levies on certain
agricultural products which would have affected certain concessions
to the ACP in Lone 1V bis. These concessions were to help the ACP
adjust after the UR and to prevent trade diversion. In Table 14,
the new bound rates set for 2000 under the UR are shown. On average
they represent a 30% reduction in nom nal protection.

2 Davenport, Mchael et al, “Europe’s Preferred Partners? The Lone
Countries in Wrld Trade” Overseas Devel opnent Institute, London.
1995.



Rice producers get a price between the CAP price and world
price. A sizeable fall in EU price is expected however as border
protection and internal subsidies fall. A drop of 20% in EU CAP
price is expected with a 9% fall in the price to ACP producers. For
Guyana this could be a 10% loss in rice export earnings. A simlar
10% fall in sugar earnings is anticipated. The entry of sugar
deficit countries in EU and growh of consunption should ease this
situation to sonme extent. However, no increase in the basic sugar
Prot ocol price since 1986 has occurred.

Pressure for reduced prices in EU wll continue. |nproving
productivity and reducing costs will be the key to survival in the
mar ket. Guyana has a few years to nmeke the adjustnent to these
falling prices which in absolute ternms could still make the market
profitable for GGuyana and allow tine to adjust in terns of
conpetitiveness.

Qutside of the Protocols, the preferences are not particularly
significant for Guyana. Not many products receive a tariff
differential of over 5% vis-a-vis GSP and MFN conpetitors. Products
that have a high preferential margin are canned tuna, bovine hides
and skins, processed wood, sone fabrics and <clothing and
furnishings. Effective protection in the EU is still high on
processed itens.

The UR will have sone inpact on garnments with the Milti-Fiber
Agreenent (MFA) being phased out and |ow cost producers being able
to displace high-cost producers. Its effect on Guyana woul d however
be margi nal as Guyana is not a significant exporter of garnents.

Concessi ons have also been nmade on wood products in the WO
whi ch have reduced the preferential margin enjoyed by Guyana. In
Tables 12 and 15, the effect on exports is indicated in a summary
way.

Esti mtes of overall gains and |losses as a result of the WO
vary. An overall estimate of a 4.5% 1 0ss in export earnings has been
estimated in one cases while a small increase in export earnings has
been estimated i n anot hera.

The effects of tariff offers on trade flows are extrenely
difficult to calculate without detailed know edge of elasticities
and export structures. The inpact of tariffication of NITBs wll not
be known until the tariffied |evels are phased out. In addition, the

3. Davenport, M Ibid
4. Wrld Bank, Coping wth Changes in the External Environnent,
Report No. 12821, LAC



whol e range of new issues in dispute settlement and trade-rel ated
areas wll have sone inpact which will be difficult to assess for
sonme tinme.

The dynamic effects are also hard to predict. They cone from
the increase in global income and demand. Shifts of preferences
could also cause trade and investnent diversion as well as new
exports and production to ari se.

| mproved transparency will allow Guyana nore opportunities to
integrate into the world econony. Participation in the UR and WO
will also give sonme policy credibility to the refornms in Guyana even
t hough the adm nistrative cost of conpliance with obligations could
be rel atively high

3. NAFTA and CBERA
3.1) Trade I npact

The products that enjoy exclusive CBERA preferential treatnent
up to the end of 1997 for CGuyana before the entry of NAFTA are few.
One key product whose duties shall be renoved in 7 or 10 years is
rum Mexico is strong in bulk rum exports. It has considerable
advantages in rum production. Guyana produces branded rum which has
a niche market and depends on marketi ng.

Guyana is not a nmjor exporter of garnments to the US. At one
point in the 1970's the industry was developing with sonme potenti al
but that was thwarted by the econom c col |l apse that occurred in that
period. There are sonme efforts recently to revive the sector and
exports have been growing wth the US. The scope however for
expandi ng these exports woul d have becone nore difficult in view of
t he new Mexi can position on the US market.

In addition to rum and garnents, other areas where Mexico has
gai ned an advantage over Guyana are as foll ows:

Mexico will not pay seasonal duties in Canada on veget abl es.
Guyana has duty-free access |ike Mexico but nmust pay duties
during seasonal period. Canada is a promsing market for
Guyana in this area.

Shrinp exports could be affected by US duty reductions
for Mexico. Mexican production will increase as well as its
processing efforts.



Mexi co obtained a sugar quota (250,000 tons) twice its
present size to be filled in seven years from 2001
Potentially this could squeeze Caribbean sugar quotas if
Mexi co decides to increase its donestic production.

In conclusion, the trade-diverting effects have been largely
enphasi zeds. They cone basically from increased Mexican conpetition
as a result of better market access and | ower production costs that
will emerge from greater conpetition in the larger market. The | ow
pre- NAFTA tariffs on Mexican exports to the US however as well as
the low | evel of exports from Guyana made this direct inpact rather
negligi ble. Trade-creating inconme effects in NAFTA could be positive
for expanding exports especially if better nmarket access 1is
obt ai ned. (See Appendix 1 for a conparison between NAFTA and CBERA)

3.2) Investnent D version

NAFTA renoves the restrictions on the flow of investnent wthin
the North Anerican region. Along with the renoval of duty and other
restrictions, this allows firms to rationalize production wthin
NAFTA and vertically integrate operations through specialization and
t he achi evenent of economies of scale. In addition, by strengthening
Mexico's investnment climate, nore investnent from non-NAFTA sources
will be attracted to Mexico.

NAFTA made a radical departure by enphasizing nationa
treatment. Advantages such as nore stable access to the large North
American market of 360 mllion people, inprovenent in financial
mar kets, an inproved dispute settlenent nmechanismin regard to both
trade and investnent and Mexico's |ow wages, constitute incentives
for investnment. As a result, investnent in such areas as the
manuf acturi ng of rubber products, footwear, cosnetics, chemcals and
food processing could be diverted away fromthe Cari bbean countries.

5 Under assunptions of imrediate renoval of all tariffs and
non-tariffs and infinitely elastic supply in Mxico, a Wrld Bank
study gives a trade diversion figure of between $35 and $53 mllion
as the annual |oss that would be incurred by the Cari bbean each year
after the inplenentation of NAFTA in the short term To the extent
that new capacity is set up in Mexico and constraints to production
are renoved, then potential |osses will increase.



4. SI NGLE EUROPEAN MARKET (SEM AND LOVE

In the SEM falling prices and increasing inconmes should |ead
to a faster rise in EU GNP in the comng years. The terns of trade
are also expected to inprove. These trade-creating developnents
could positively spill-over in terns of larger inports, especially
if the EU has a high level of trade with third countries. Guyana is
not too favoured in this regard in so far as it enjoys |ow shares in
EU i nport markets.

The demand for CGuyana’s exports in the EU will significantly
depend on their elasticities. Wth falling EU prices due to
i ncreased conpetition and nore EU conpetitiveness, trade diversion
wll naturally occur. If goods are very price-elastic, a large fal
in demand for these goods woul d occur since nore of themw Il now be
produced in the EU at lower prices. On the other hand, if they are
very responsive to incone increases with a high-incone elasticity of
demand, then the net trade effect could be positive. The bal ance
bet ween these two forces will therefore be largely determ ning. For
comodity exports such as those being produced by Guyana, price and
incone elasticities are low and price elasticities are even |ower
than inconme elasticities. Trade diversion should not however result
since these commobdities are |argely non-conpeting. They are in non-
fuel primary products where there could be a trade-creating effect
over the trade-diverting one. These would nmainly be in the non-
protected primary areas such as alum num ores and sone agricul tural
pr oduct s.

d. OVERALL ASSESSMENT OF GUYANA' S | NTEGRATI ON | NTO WORLD
ECONOWY

From the beginning of the 1990s, Guyana has accelerated its
speed of integration into the world econony. The integration so far
has however been unbal anced as seen from the high current account
deficit as a percentage of GDP. In 1995/96 it was 19% when it should
be around 3% This inplies that integration into the world econony
remains inport domnant as inports have been growng rapidly.
Neither the ternms of trade nor capital inflows (both official and
non-of ficial) have been favourable.

Integration into the world econony is also not sustainable with
a fiscal inbalance that is 3.1% that should be 2% and a heavy
dependence of revenue on GDP (over 30% . Consunption |evels are over
40% of GDP and should be between 25-40% Sone real appreciation of
t he exchange rate is al so beginning to show up.



Further wunilateral liberalization in the above circunstances
coul d be counterproductive especially since it would not yield any
addi tional benefits and may provoke fiscal difficulties especially
if alternative indirect and non-discrimnatory taxes are difficult
to find.

Wiile the inpact of NAFTA and UR have not been significant,
t hey have however limted the scope for export diversification using
preferences- a situation that has been further conpounded by the
Eur opean Single Market and Econony and the FTA enl argenent of the EU
to Eastern Europe and the Mediterranean. The main inplication of the
latter is that Guyana may well have to recover sonme ground in market
access at the multilateral and regional level to boost its planned
export expansion. In particular, it would need to equally inprove
its access to both the EU and North Anmerican markets. Furthernore,
given the sensitivity of its products that would be subjected to
contingent protection in the formof standards (current exanples are
wood, runm), environnmental and |abour norns, technical barriers,
countervailing and anti-dunping duties, and restrictive rules of
origin, an enhanced concept of market access that goes beyond duty-
free access wll be needed to increase the chances of market
penetration in the years ahead.

Both the SEM and NAFTA have <created nore investnent
opportunities donestically with high rates of return. | nvest ment
diversion, therefore, has occurred. There is already sonme evidence
that with higher growh expectations and |ower capital cost, nore
gl obal investnment have been diverted into NAFTA and EU. It is going
| argely where econom es of scale and conparative advantage could be
explored. Since no additional domestic savings in NAFTA and the EU
are expected from changes in financial conditions, and savings do
not increase at current interest rates, no investnent creation is
likely. The available stock will therefore be re-distributed nore in
favour of these blocs, to the detrinent of countries |ike Guyana. A
key pull factor on investnent therefore is whether the trade
opportunities wll be positive or negative as a consequence of the
type of links developed wth these regional blocs. If the net trade
effect is positive, an additional inflow of market-driven investnent
coul d be forthcom ng.

Finally, it is often assunmed that the nobre concentrated a
country’s exports on one of the trading blocs (EU NAFTA or Asian

Pacific), the nore likely it will gain in an overall sense from
better access to that trading bloc. The loss that would result from
standing still and not obtaining simlar access to other trading

bl ocs would be I ess than the gains made from joining the bloc where
the majority of its exports are channeled. The net result wll
therefore be positive. The opposite negative net effect can be
expected if it remains outside its main trading bloc. This appears



to be the rationale behind the trade bloc choice of Canada and
Mexico. It is a nodel often applied to the Cari bbean by suggesting
that wwth the exception of a few traditional conmmodities (especially
sugar and bananas) the bul k of Cari bbean exports go to the US and as
a result, NAFTA/ FTAA should be the natural trade bloc choice of this
regi on.

The above argunent is not applicable to Guyana in so far as its
exports are equally distributed between North Anerica and the EU. In
addition, there are no lingering traditional commobdities that wll
easily go away with the end of preferences. Rather, the EU market
could continue to represent the nost |ikely outlet for these as well
as potential non-traditional agricultural products.

Furt hernore, the Uruguay Round has not brought the reduction in
trade barriers in agriculture that were expected. One can therefore
expect trade barriers to remain relatively high. Countries Iike
Guyana wth a narrow export base and experiencing special
difficulties in diversifying would thus suffer a major loss if they
cannot gain the security and breath of nmarket access from nore than
one trading bloc. In the absence of nore effective multilateral
liberalization and/or a global free trade area, trade bloc choice
shoul d be broader in scope for these states.

| V. ACTUAL AND POTENTI AL DEMAND AND SUPPLY OF EXPORTS
a. Supplys

Guyana’ s exportable offerz is shown in TABLE 13. It conprises
goods al ready bei ng exported and which could be considered as export
ready. A survey of production in agriculture would reveal that
because of problens of post-harvest handling and transportation,
| ack of electricity, etc., exports of non-traditional itens are now
limted to heart of palm pineapples and copra and sone fruits and
veget abl es. From 1993 onwards, non-traditional exports in
agriculture that have been growing in production are heat of palm
copra, nmango, punpkins, bora and eddoes. Pineapple production has
remai ned stagnant. Plantains and |ine have been showi ng sone
prom se.

There may be also sone prospects in coffee, cut flowers and
exotic foliage, <cocoa, cashew, and cassava but these are not

6 This section benefited froma useful discussion wwth M. Cerry La
Ga of IICA

7 The author attenpted to generate an exportable |ist of
commodities, both actual and potential, and with 10-digit HS codes.
The effort is not conplete but the work done so far is attached in
Appendi x 4.



included in the exportable list below In the manufacturing sector,
non-traditional prospects appear to lie in |eather goods, furniture
and jewelry. Garnent production has been on the increase and could
be poised for further expansion. Increased volune is required in
nost cases to devel op exports in these areas.

In the other natural resource sectors, the production of
di anonds, gold, tinber, netal grade bauxite, fish, shrinp, rice and
sugar was on the increase. Rum production is stagnant. A

classification of exports in terns of readiness, product category
and scale would be as foll ows:

i. EXPORT READY.
1l.a: Mnerals- dianonds, gold, netal grade bauxite;
2.b: Non-M neral primary and processed —
-large scale-tinber, rice, sugar, rum

-smal | -scal e- heart of palm pineapples, copra,

coconut oil, fruits and vegetables such as
mangoes, punpkins, bora, peppers, beans, okra,
eddoes, plantains, linmes, and fish and shri np;

3: Manuf acturing

Smal | scale: detergents, |eather goods, furniture,
jewel ry, garnents, bags, boxes, refrigerators, sauces;

Lar ge-scal e: pl ywood,;
. EXPORT POTENTI AL
1. Non-Mneral primry and processed-

-smal |l scale- coffee, cut flowers and exotic
foliage, cocoa, cashew, and cassava, cereals

2. Manuf act uri ng-

-Smal | scal e- Food products, beverages,
construction materials, paints

The foll owm ng observations can be nmade on the above:



non-traditional exports in agriculture that have been
growing in production are heart of palm copra, nango,
punpkins, bora and eddoes. Plantains and |ine have been
show ng sone pron se

the volunme of production in coffee, cut flowers and exotic
foliage, cocoa, cashew, and cassava is still too |ow to have
any inpact on exports;

Garnment production has been on the increase and could be
poi sed for further expansion;

Increased volune is required in nost of the small-scale
cases to devel op exports on a sustainable basis and go into
extra-regi onal markets;

The production of di anonds, gold, tinber, netal grade
bauxite, fish, shrinp, rice and sugar was on the increase;

Very few products appear to have attained international
conpetitiveness. In examning the conpetitiveness of a few
products, Angels noted that rice and Berbice sugar along
with pineapples could be conpetitive internationally if
given a conpetitive exchange rate. Bauxite was not so
regarded even wth a conpetitive exchange rate. Mbst
products are not being conpetitively produced due to a host
of policy, institutional and structural constraints.

Today export expansion is critical to growh and devel opnent in
Guyana. Its inportance has been recognized by the shift to export-
oriented policies which changed the incentive structures (tariffs,

taxes, industrial policy) that discrimnated against exporters.
Enphasis on export conpetitiveness has led to macroeconomc and
structural adjustnent policies. Still mssing, however, are a
conpetitive I nfrastructure, export fi nanci ng (Pre-shi pnent,
production, and export «credit), mar keting capability (market
information, quality control, technical specifications, direct
cont act), cost-effective and reliable transportation and

communi cation, efficient custons procedures, and adequate packagi ng.
The potential however is there with new investnent and inproved
infrastructure.

8 Angel, Any “Analysis of the Effects on Guyana s Export Sector of
Changes in International Markets” Mneo. The Carter Center
Sust ai nabl e Devel opnent Program Atlanta, Georgia, February 1996.



b. Denand

A survey of market demand for particular comodities would
require a separate exercise which is not the intention here. In
general, the purpose is to determ ne whether nmarket diversification
would require a nmjor departure from traditional narkets. In
examning the leading markets for sonme of the major products, it
woul d appear that markets in North America and Europe would be the
nmost conplinentary. For sonme products as sugar, garnents, bauxite
and rumit is difficult to conceive of alternative markets.

The regional markets are obviously very underdevel oped
particularly the w der Caribbean and Latin American markets which
should be able to absorb a larger proportion of non-traditional
agricultural and manufactured goods. CARICOM inports from CGuyana
could al so be boosted fromits present |ow | evels.

TABLE 13: EXPORTABLE PRODUCTS AND MARKETS

Pr oduct Exi sting Markets Prospective Markets
For Diversification

TRADI TI ONAL

Bauxite US, Canada , EU

Sugar EU, US , Canada

Rum EU, Canada, USA

Ri ce EU, CARI COV Brazil, Mexi co,
Cuba, Haiti, Central
Anerica

NON- TRADI TI ONAL

Agricultural & Agro-

Processed

Fi sh/ shri nps USA, CARI COM EU, Canada,

Cereal s CARI COM

Pi neappl es CARI COM USA

Mangoes Canada, USA

O her Vegetabl es and | Canada, USA, CARI COM | EU
Fruits (Essentially
eddoes, bor a, peppers,

beans, punpki n,
okr a)

Copra and Coconut | CARI COM




oi
Heart of palm EU
Manuf act uri ng
Det ergents CARI COM
Wod USA, CARI COM EU
Pl ywood USA, CARI COV CANADA
Furniture CARI COM WK
Bags and Boxes CARI COM
Phar maceuti cal s CARI COM Nort h
Anerica, UK
Jewel ry Canada
Food Products CARI COV
Pai nt s CARI COV
Bever ages CARI COM
Construction CARI COV
Materi al s
D anpnds EU, USA
Refri gerators- CARI COM
Freezers
Wooden and Cane | CARI COM EU, USA
Furni ture
Gar nent s USA, CARI COV
ol d Canada
Sauces Canada, USA, CARI COV

Some products such as rice have the need to target markets
outside the EU in view of trade |iberalization and the erosion of
preferences. The export of fruits and vegetables which in 1993 had
begun to increase to North America, Europe and the Cari bbean but not
sust ai ned because of post-harvest problens and the |ack of regular
shi ppi ng coul d possibly be revitalized.

Because of the Ilimtations of distance and problens of
logistics in serving the EU market, the Anericas would remain
critical for the devel opnent of markets for both traditional and
non-traditional items. The EU market cannot however be ruled out
even for non-traditional items especially because of its
conplinmentarity and famliarity.

GQuyana’s exports will continue to be dom nated for sone tine by
| arge-scal e agricultural and m neral products seeking international
mar ket s. The remaining small-scale [light manufactures and
agricultural itenms wll minly seek expansion on regional markets
Gven the fact that mnerals operate in open markets, market access



does not present a nmajor problem for this category as it does for
the ot her categories.

V. COSTS AND BENEFI TS OF | NTEGRATI ON CHO CES
a. FTAA. Trade and I nvestnent |npact
1. Static Effects

In the short run gains would largely be in the North Anerican
and Canadi an market where nost of Guyana s hem spheric exports go at
present. The tariffs on these exports are negligible but there are
sonme non-tariff barriers (NTBs) in the formof quotas especially for
sugar and sone other agricultural itens.

The opening of Latin Anmerican markets woul d provide additional
access not currently enjoyed by Guyana but exports there are so |ow
at present that gains would be nmarginal in the short-run. A Free
Trade Area in the Americas would therefore have little effect on
Guyana in the initial re-allocation of resources.

The estimation of the gains from trade however is generally
fraught with difficulties. It usually flounders on the inability to
correctly calculate the capacity of these economes to expand their
exports in response to demand.

2. Dynam c | npactb) Dynam c | npact

FTAA woul d introduce dynamc shifts in investnent and trade
over the Ilonger period. The renoval of duty and other trade
restrictions under FTAA should encourage the devel opnent of
vertically-integrated operations. The achievenent of economes of
scal e woul d al so be a bye-product of FTAA. Firnms can now gain better
access in all markets. In addition, the renoval of trade barriers
will allow firnms access to technologies, capital goods and
managenent expertise which would assist in nodernizing production
In general the incentive for greater investnent stens not only from
duty and quota elimnation, and opportunities for vertica
integration and scale economies but also from an inproved nacro-
econom ¢ and investnent climate in Guyana.

As a result of specialization, capital could nove to exploit
| ower wages and cheaper |and costs in Guyana. Guyana’'s strength in
| abour-intensive and natural -resource production could therefore be
enhanced. As a consequence, textiles, apparel, agriculture, food
processing which are often regarded as the |abour-intensive areas
coul d experience sone faster grow h.



A crucial question is whether FTAA wll lead to strong
increases in foreign direct investnent. The overall major inpact of
FTAA is seen in the reduction of transaction costs associated with
trade and the creation of nore certainty for investnent decisions
where the activities of firnms were affected by high transaction
costs due to protectionism 1In the new liberalized environnent,
investors will shift sone resources from other non-FTAA | ow cost
economes to countries |ike Guyana. The liberalization of CGuyana’'s
investnment |aws has not yet generated a large increase in foreign
i nvest ment . It needs to be supplenented, inter alia, wth wder
mar ket access.

3. Negotiating Strategy

Guyana’'s approach to the FTAA so far has been through the
CARI COM RNM strategy which puts enphasis on the plight of smaller
economes in the FTAA process. This approach stresses the need for
asymmetry in trade relations acconpani ed by financial and techni cal
assi stance (Regional Integration Fund) to assist these countries to
adjust to free trade. The aim of the FTAA is to establish an FTA
that is WO conpatible and specifically in line wwth Art XX1V of the
WO This article defines a free trade area in terns “al
substantial trade” (usually interpreted to be around 80% of t he
trade between FTA partners)to be covered at the end of 10 years
There can be sone exenptions to 15 years for sone sensitive
product s.

The FTAA negotiating process wll kick off in Septenber 1998
and will be a long one. It will not be finalized before 2005. Guyana
woul d have some tine to start putting in place certain policies and
programmes that would position it to benefit from FTAA  Mbst
i nportant would be an inprovenent in the country s conpetitiveness
and in that regard Guyana needs to enphasize the inportance of
structural conpetitiveness in enhancing its capacity to benefit from
free trade. It is not clear in the present Snaller Econom es
approach the extent to which promnence is given to this idea as
conpared to the loose notion of vulnerability which is so often
stressed.

Greater market access for agricultural products would al so be a
key area for Guyana. This would have to be skillfully pursued
m ndful of the fact that access should be additional to that
currently being enjoyed.

b. POST-LOVE



The costs and benefits of the post-Lone arrangenents would
| argely hinge on the extent to which the special arrangenents for
sugar, rum and rice are preserved and even extended (at |east for
sone time to allow diversification and conpetitiveness to take place
as well as on new market opportunities for non-traditional exports
to be devel oped. As nentioned earlier, there is still scope for the
EU to extend agricultural concessions to the ACP.

The debate on the future of the Lonme Convention has basically
thrown up three options facing countries such as Guyana. They are
the continuance of the status-quo (Lone), graduated GSP and a Free
Trade Area. The acceptance of GATT 94 in which devel oping countries
with the exception of the |east devel oped agreed to be progressively
integrated into the world econony led to a nodification of the
concept of special and differential treatnent and especially
discrimnation anong developing countries. Lonme discrimnates
agai nst non-Lone devel oping countries and nust enjoy a waiver from
MFN for its continuance. It does not appear reasonable to expect
this waiver to be extended beyond 2005 simlar as that for the CB
9.

Guyana, as a low incone country, with very special devel opnent
needs close to those of the |east devel oped, may however still be
able for sone tinme to negotiate a Lone or near Lone-type
arrangenent. Gaduation nay not apply to Guyana in the sane way as
to mddle incone ACP devel oping countries. In summary fashion, the
costs and benefits of the three options could | ook as foll ows:

% LOME (not nmuch of an option after 2005 given GATT 1994)

Cost s

9 TheEC Conm ssi on proposed strategy is as foll ows:

1998- 2000- Fr amewor k Agreenment on obj ectives and approach to

(bj ecti ves.

2000- 2005- Negoti ation of Regional Econom c Partnership Agreenents
-Extension of revised Lonme on non-reciprocal basis under
WO wai ver for another 5 years;
-Negotiation of FTA's taking into account capacity and |evel of
devel opnent ;
-Support for neasures in trade-rel ated areas such as
standardi zation, certification under WIO agreenent on technica
barriers and sanitary and phyto-sanitary neasures..
-New LLDC arrangenents

2005- I npl enent ai on of Regi onal Agreenents



R/
A X4

Benef

Frustrates hem spheric integration;

frustrates WIO i ntegration

not attractive for investnent;

difficult to enhance with trade-rel ated neasures.

its

cont ract ual

mai ntai ns ACP integrity;

keep aid tied with trade;

no reci procal concessions required.

G aduat ed GSP

Cost s

Benef

Cost s

Benef

Weakens ACP solidarity;

no enhancenent to deal with EU trade related nmatters;
not region-specific;

erosi on of preference margin from graduati on;

not attractive for investnent;

non-contractual ;

possi bl e | egal problens for Protocols.

its

Promotes full integration into WIQ
Facilitates FTAA integration as no concessi ons needed
for EU

Adj ust nent costs (revenue | oss, | oss of
protection)

its

Cont r act ual

Conpati ble with hem spheric integration;

attractive for investnent;

possibility for enhancenent;

possibility for additional nmarket access greater;
institutionalizes trade reforns and reinforces
policy credibility.



It should be noted that none of the above options are clear as
to the preservation of the Protocols- an area that is nost critica
for Guyana. It is also noteworthy as well that the FTA option
depends on transitional arrangenents to be negotiated and support
measures (trade adjustnent assistance as well as asymetrical
reciprocity.

The CARI COM RNM strategy has sought to enphasize preservation
of the Protocols and preferences generally with the possibility of
asymmetrical reciprocity being introduced at sonme undefined point
down the road. Vulnerability of small states is being stressed as
well as possible adjustnments in the WO to take account of the
plight of small states. Special attention is being given to trade
assi stance and support neasures generally for conpetitiveness in the
context of ACP solidarity.

The EU has already to sone extent recognized the difficulties
facing |east devel oped, |andlocked and island states. In terns of
real benefits, this categorization does not take on board the
condition of Guyana as not being far renoved from a | east devel oped
and bei ng anong the nost severely devel opi ng i ndebted countries. The
status of Guyana would need to be articulated in such a way that its
| evel of devel opnment could be better appreciated in terns of trade
and ai d concessi ons.

c. WO

Since the WO forns the basis of acceptance in the
multilateral system fulfillnent of WO obligations beconme the
yardstick through which counties are assessed for conpliance wth
WO plus commtnents. In the years ahead, faced with WO and post-
Lome negotiations, Guyana would need to denonstrate that it 1is
fulfilling its obligations especially in IPAs, TRIM5, and Market
Access Commtnents in agriculture. Consequently, the present effort
to nmeet obligations nust be intensified to ensure that at the start
of FTAA and post-Lone, Guyana is perceived as ready for further
integration into the world econony. CGuyana would also need to
prepare its position for the next round of negotiations on
agriculture as well as for other itenms such as investnent not to
menti on the on-goi ng GATS negoti ati ons.

d. CARI COM

A key issue with respect to CARRCOM as it reduces the CET and
enters into FTAs, would be to identify what areas of regional



protection that Guyana would want to be phased-out in line with its
own national strategy to reduce protection.

VI : CONCLUSI ONS AND RECOVIVENDATI ONS: TOMNMRDS A WORLD | NEGRATI ON
STRATEGY

Future Preference Utilization

Guyana has not taken full advantage of the opportunities
under the trade agreenents in the past. It is now in a better
position to exploit the use of preferences having undertaken sone
i nportant rmacro-economc and structural refornms. In spite of
preference erosion, there are still sonme opportunities that
exi sting preferences could provide over the tinme that they would
|ast. These opportunities should be seized in an effort to
diversify and expand exports progressively on a nore conpetitive
basis. Preferences in agriculture (where a substantial part of
Guyana’'s trade lies) are still expected to be around for sone tine.

Tenperate agricul tural products w | continue to enjoy
protection in the EU for a while despite UR Only after ten years
of inplenenting the UR wll the nost significant quotas be
abol i shed. After that, high tariff levels will remain |leaving the
ACP wth an advantage. Guyana nust put in place a strategy to nake
maxi mum use of the next ten years. Products which did not receive
any preferences or could benefit from additional market access nust
be identified and devel oped for the market. As an exanple, better
access for processed foods, rice, fruits, fish, certain vegetables,
nuts and garnents could be sought. The value of new preferences for
Guyana in agricultural products to offset the effects of the UR was
negligible in Lone 1V bis.

Choi ce of Integration Option

The issue of what is the path for Guyana to integrate on a
sust ai ned basis into the world econony is still highly debatable. At
present Guyana in terns of trade and investnment is highly integrated
into the Transatlantic Region (Anmericas and Europe). Mst of its
exi sting and prospective markets are centered in this space which
constitutes a sizeable market and where trade and investnent forces
are autononous. It is a “region” that could allow Guyana to build
the bases of higher future export earnings as well as provide the
capital flows needed.

There are three basic trade options within that space (each of
which could be conmbined with wunilateral |I|iberalization) facing
GQuyana. They are:



- St at us- quo( CBERA, LOME or G aduated GSP, CARI COM pl us RI Asio,
WO ( NON- RECI PROCAL OPTI ON)

-WO FTAA (including regional convergence FTA strategy),
CARI COM POST-LOVE GSP ( AMERI CAS OPTI ON)

-WGQ, CARI COM FTAA (including regional convergence FTA
strategy), EU CARI BBEAN FTA ( TRANSATLANTI C OPTI ON)

Each of these options nust be carefully evaluated. A priori, in
so far as it would offer the w dest scope for additional market
access and possibly the preservation of the Protocols (over sone
reasonable tinme span to allow adjustnent) since it is reciprocal,
the Transatlantic Option would be particularly attractive. Market
access in this arrangenent could also be better enhanced in terns of
rules of origin, standards, dispute settlenent, etc.). Harnoni zation
of trade-related matters to cover contingent protection, standards
and other-trade elated matters would be inportant particularly for
agricul tural and agro-processed goods.

The scope for agricultural nmarket access is greatest under this
option. It would also offer a wider trade bl ock choice and best take
account of the relative decline in the ACP position in the EU
pyram d of privileged nmarket access (EU Single Market, Enlargenent
and FTAs with Eastern Europe and the Mediterranean). It could have
also a positive inpact on investnent and pronote conpatibility
bet ween FTAA and Lone to avoid loss of EU trade preferences. This
approach would establish strong policy credibility as the
institutionalization of donestic refornms would be signaled in a
powerful way. It would facilitate even further integration into the
mul tilateral system on acceptable terns and help set the region on
course for equidistant integration between the EU and the Anericas.

The downside to this approach would be the higher short-term
adjustnment costs comng from the revenue i npact, i ncreased
conpetition, increased bal ance of paynents pressure and possibly net
enpl oynent | oss. These effects however would depend on transitional
arrangenents to be negotiated and avail abl e support neasures (trade
adj ustment assistance as well as asymetrical reciprocity). Sone
econom ¢ sectors in manufacturing and agriculture wll still need
sone protection from inports for some period of tinme in order to
protect jobs and nake the adjustnent. These sensitive industries
woul d need appropriate transition periods and safeguards. That
should not be too difficult to put in place in so far as |evels of
protection have already been considerably reduced. More inportant
woul d be the revenue aspect as alternative efficient sources would

10 O her Regional Integration Agreenents, e.g. with the Dom nican
Republ i c, Andean G oup, etc.



have to be targeted. The choice of donestic taxes to offset revenue
loss will also be inportant to the effective inplenmentation of trade
policies. If collection of indirect taxes is not uniform for all
sectors there will be sonme distortion costs.

Trade Strategy Sequence

The extension of the Lone acquis with sone additions in terns
of greater nmarket access and trade adjustnent assistance would
constitute a desirable package for the succession of Lone. 1In
negoti ations for what should succeed after 2005 the FTA option on
ternms and conditions outlined bel ow coul d be consi dered.

In pursuing FTAA negotiations up to 2005, efforts to upgrade
the CBERA or obtain NAFTA Parity should continue in spite of the
failure and difficulties of recent proposed legislation in the US
Congr ess.

The widening of FTAs in the region with Latin American and
Cari bbean nei ghbours should be pursued to give producers a first
shot at the wi der regional market before FTAA becones a reality. A
process of increasing the |levels of conpetition (up from CARI COM and
relatively nore with countries of the region with conparable |evels
of developnent) wll also Iessen adjustnent costs and should
constitute the next gradual phase of |iberalization before the full
i npl enentation of FTAA at the end of the 10 year period under Art
XXI'V of the WO begi nning in 2005.

W der Trade Bl ock Choice

GQuyana is rather exceptional in the region in so far as its
mai n exports equally go to North Anerica and Europe. It is difficult
to predict which region would have a higher demand for Guyana's
exports in the future and wth which region Guyana is nore
conpatible from a conplinentary point of view As a result, it is
safer to go with both in terns of nmarket access.

The idea of considering traditional exports (sugar, rum and
rice) to the EU as being protection-driven lingering (from col oni a
tinmes) exports that would go away with the end of preferences in the
future is not correct. This argunent is used at tinmes to suggest
that the destiny of the Caribbean ACP countries is tied up with the
Anrericas and not with the EU in terns of nore advanced trading
arrangenments. The fact is that Guyana has the potential to develop a
conpetitive supply of these products if preferences cone to an end
over a reasonable transitional period. Aternative markets for these
products would also be difficult to find.



Future Trade Liberalization Gins

Guyana’'s tariff reginme is already quite liberal in terns of a
low nomnal applied rate and a very low effective applied rate of
protection. Wiile some inprovenent in terns of greater uniformty in
effective indirect taxation can bring sone additional welfare gains

in the future, nost of these gains will conme from the progressive
| owering of the average effective rate upon entry into FTAs. Gains
from further wunilateral tariff |iberalization are therefore not

considered to be significant. \Wat appears nore inportant are gains
that could be reaped from additional regional and nultilateral
mar ket access, especially the dynam c ones.

| mproved access to the EU and FTAA countries for agricultura

and agro-processed itens would represent the best gains for Guyana.
If Guyana lowers its tariffs to zero with the US and EU over tinme
wi t hout gaining inproved access particularly in the agricultural and
agro- processed sector, then gains would be nuch | ess. FTAs represent
the best chance to get additional market access particularly in
agriculture where trade barriers are strong. Sugar can benefit from
special treatnent in US under FTAA as Mexican sugar does under
NAFTA. Such access will also be nore stable and secure.

Sonme consideration should be given to a WIOplus strategy in
agriculture in the FTAAif it could secure greater market access and
at the sanme tine not displace GQuyana’'s exports in certain narkets
before they can becone conpetitive.

The reform of the CAP could also provide an opportunity to
enter into the EU on a nore conpetitive basis in the | ong-term under
FTA conditions. CGuyana would need to follow closely CAP reform and
take the necessary steps to ensure that its donestic reforns nove in
sync with it.

A specific analysis should be done on hem spheric and EU
markets with a view to determ ning where Guyana has the potential to
supply the agricultural commobdities in which it can be conpetitive.
This could provide a basis for informng future negotiations.

FTA Readi ness

The next seven years nust be used to make Guyana nore FTA-ready.
This would involve further efforts on the macro-economc front
especially to strengthen the balance of paynents and the fisca



account as well as to adopt structural changes to deepen the reform
process.

Conpetitive Supply

The products for which Guyana would enjoy a conparative
advantage in the Hem sphere and in Europe are not many at this
stage. The benefits fromincreased access would thus be limted to a
few commodities. Over tinme the range would expand as increased
access facilitates investnent. The small size of the market |imts
the extent to which farners are willing to invest in specialized
agricul ture.

The primary products that Guyana will be supplying for sone
time will have low price and incone elasticities. Conpetitiveness
strategies would thus have to place enphasis on the continuous
| onering of the cost of production and increasing volunme as well as
second and third-stage processing.

Asymetric Reciprocity and Trade Adjustnent Assistance

FTA with the EU and the Anericas from 2005 onwards that allows
Guyana a | onger phase-in period (10 years according to Article XXIV
and 15 years in sonme cases for certain sensitive industries) as well
as safeguards could be appropriate. A supplenentary package of trade
adj ust nent assistance wuld also facilitate nore effective
participation and gains from FTA

The I nportance of Differentiation

In UN and Wrl d Bank cl assifications, Guyana is not defined as
a | east developed country. Yet, it is just sone dollars away from
bei ng categorized as a |east developed country and it is anong the
nost severely indebted countries. In Lonme, special consideration is
given to the |l|east developed, |andlocked and island states- a
category in which Guyana does not fall. Lone needs to re-define
“Least Developed” as it did in the past to include ACP countries as
Guyana.

In Lome, Guyana is anong the countries with the highest
vul nerability to preference erosion. QGuyana's future approach to
Lome should be to get preferences focused on the poorest in the
ACP. At present Guyana's situation is not properly covered by the
concepts of smallness and vulnerability. These notions |ack a focus
on structural conpetitiveness. Guyana  present capacity to
participate in a world of liberalized trade is severely limted.
This would inply that its interest would be better served by



enphasis on sone structural conpetitiveness index using variables
such as technol ogy devel opnent, human resource devel opnent, etc. as
wel | as sonme notion of sustainable and diversified export
capability.

Mar ket Access Strategy

An effective market access strategy calls for negotiations at
several l|evels- bilateral, CARRCOM nultilateral and private sector.
Trade barriers should be clearly identified and a specific database
covering both tariffs and NIBs to Guyana' s exports for use by
government and industry should be built and maintai ned. The dat abase
shoul d be kept up-to-date, be conprehensive and be user-friendly. It
shoul d al so be on-line. Priorities based on possibilities for export
expansi on and investnent should be established and the best channels
for eradicating these barriers should be chosen e.g. bilateral or
multilateral, new rules, enforcenent of obligations, etc.

| nproved coordination between the private and public sector

shoul d enhance the strategy which should be driven by the private
sector.

RESEARCH

>

% A detailed exam nation of the status of preferential margins for
Guyana’'s actual and potential exports into EU nmarkets would be

useful. It should focus on the rates now enjoyed vis-a-vis other
conpetitors in GSP, MFN and FTAs. It should also cover the non-
tariff areas such as standards, envi ronnment al , t echni cal

barriers, etc.

% A simlar exercise should be undertaken for the FTAA paying
particular attention to key markets in Latin Anmerica.

% The above market research could usefully be supported by an in-
depth conpetitiveness study of export potential.

% The scope for revenue-neutral changes from border taxes to
indirect taxes should be examned in anticipation of further
inmport |iberalization from the signing of FTAs wth other
regional countries and with devel oped countries after 2005.

< The CARICOM CET should be examned to determine how it should
evol ve after 1998 with special attention being given to the |evel
of regional protection that Guyana may wsh to preserve for



specific industries over sone tinme frame. This would be a
valuable input into future CARI COM reciprocal negotiations in
terms of identifying sensitive areas and the degree and duration
of protection that they would require.

Data Col |l ecti on

% A Database on effective protection of industries should be
built that allows the nonitoring and evaluation of
protection based on perfornmance.

s A database on exports that are ready in terns of supply and
those in need of developnment as well as those with sone
future potenti al need to be developed and actively
mai ntai ned. The existing and potential markets for these
products should be clearly identified as well as the access
conditions of these products should be nonitored. The
purpose of the database is for export pronotion as well as
of trade negoti ations;

s Based on a well-constructed exportable list of products, a
specific NTB database covering NIBs on CGuyana’'s exports for
use by governnment and industry should be built and
mai nt ai ned.

% A database for purposes of trade negotiations should be
constructed based on the HS Tariff Schedule that provides
up-to-date information on inports and exports at the product
level, MFN tariffs, CARICOM Tariff, Consunption Tax or other
i ndi rect t axes, sensitive products from a revenue,
enpl oynment and security standpoint, etc. It should be used
to make quick calculations of revenue and enploynent | oss
from tariff concessions. Mre detailed product-specific
i nformati on should be collected fromthe ASYCUDA system t hat
woul d allow inports by origin and inporters to be classified
along with exports by destination and exporters.

Trade Negotiations Capacity—Buil di ng

The National Advisory Conmttee on External Trade Negotiations
(NACEN) conprises representatives of the public and private sector
to advise on external trade negotiations. This Commttee serves a



useful purpose and can use sone ad hoc technical support to do
research and prepare technical positions on the various negotiating
items. The Conmmttee would wish to identify those priority areas
where technical work woul d be needed in the near future.

Techni cal Assistance needs also need to be clearly identified
both in the public and private sector as regards information,
training in negotiation and organi zation of the negotiation process.

NACEN should spearhead periodic reviews of external trade
policy and strategy for the public and private sector based on the
preparation of a situational reports.

WO

Priority should go to neeting the WO obligations to which
attention is now being given as well as the fornul ati on of positions
for the up-comng itens on the WO agenda.

Sone consideration should be given as well to a WO Trade
Policy Review which would increase transparency and give nore
credibility to trade policy. In addition, the entry into the WO
| nt egr at ed Dat abase( | DB) dat abase woul d al so facilitate international
data conparisons and facilitate the inprovenent in trade data
col l ection and anal ysi s.



APPENDI X 1: A COVPARI SON OF NAFTA AND CBERA

The entry conditions of Caribbean goods to the U S. market are
set out in the Caribbean Basin Econom c Recovery Act. The follow ng
conparison of its general provisions with those of NAFTA would
hi ghlight the areas in which CBERA preferential treatnent would be
affected in relation to the trade |iberalization neasures in NAFTA :

* | medi ate or phased renoval of tariffs under NAFTA on itens
where Cari bbean producers now enjoy duty free entry or tariffs
| ower than MFN rates under CBERA.

* The elim nation of quotas either instantly or in sonme phase-out
period on certain sensitive goods. Simlar Caribbean goods
will continue to face quota limtations.

* The rules of origin and local content requirenments in NAFTA

added a protective layer for certain sectors using internedi ate
inputs. The level of such protection is now NAFTA-w de as
conpared to the pre-NAFTA situation in certain nenber states
whi ch was | ess protective.

NAFTA is a contractual agreenent. CBERA is a wunilateral
instrument. NAFTA can therefore provide secure access to a
market of 360 mllion which can be nore attractive to
i nvestors.

The NAFTA di spute settlenment nechanismis based on a bi-
national panel and thus | ess open to arbitrary deci sion-nmaki ng
as conpared to that of the CBERA. This should provide an

addi tional dinmension of security of market access to NAFTA
menbers.

As conpared to the CBlI, NAFTA s investnent provisions enphasize
a large neasure of liberalization and non-discrimnatory
national treatnent which should provide greater opportunities
for vertical integration and scal e econom es.

The above conditions should i nprove the conpetitive standi ng of
i ndustri al operators in NAFTA that conpete wth CBERA' s
counterparts.



The increase in trade preference for Mexico under NAFTA
reduced the conpetitive advantage of products from the Caribbean
Basin in several ways. Caribbean exports which have benefited
exclusively under CBERA from the elimnation or reduction of duties
w Il now experience nore conpetition. These would be products that
are not excluded by CBERA, products that would not enter the US
duty-free under MFN or GSP and products that were duty-free under
GSP but were under conpetitive need limts and actually exceeded
these limts.

A second source of inproved market access for Mexico wuld be
for goods excluded under the CBERA. The origi nal CBERA excluded from
duty-free entry textiles and apparel, footwear, handbags, |uggage,
flat goods (such as wallets, change purses, key and eyegl ass cases),
work gl oves, |eather wearing apparel not eligible for duty-free
entry under the GSP programme as of August 5,1983, canned tuna,
petrol eum and petrol eum products, watches and watch parts contai ning
conpoEFnts from sources subject to non-MFN or statutory duty
rates™.

Preferential treatnent for the region has since been granted in
sone of these products. In 1986, a Special Access Program (SAP) was
established for textiles that provided nore |liberal quotas (separate
from those under the MA) as Cuaranteed Access Levels (GALs) for
qualifying textile and apparel products within the framework of the
overall US textile policy. SAP enbraces clothing and nade-up textile
products assenbled from fabric parts formed and cut in the US.
Duties are levied on the value added to inputs inported fromthe US.
A simlar special program was established for apparel products from
Mexi co. On a per capita basis however, and from the actual increase
in GALs to Caribbean countries such as the Dom nican Republic and
Janmai ca sone preferential treatnent over Mexico can be detect ed.

The 1990 revised CBERA also added a nmargin of preference by
reducing duties by 20% for the previously excluded | eather products
(except footwear), handbags, |uggage, flat goods, work gloves and
| eat her wearing apparel as fromthe beginning of 1992'2

The two CBERA Acts as well as admnistrative or |egislative
i nprovenents provided duty-free access to nost Caribbean product

1USITC. The Impact of the Caribbean basin Economic Recovery Act on US industries and Consumers, 1992.
See also footnote 34 in this publication which in reference to the last category of products states that the "Presidential
Proclamation 5133 of Nov 30, 1983 listed the items in the former that corresponded to each class of eligible products.
The equivalent tariff categoriesin terms of HTS were reflected when it was adopted by the US on January 1, 1989".

2The duty reduction isimplemented in five equal annual stages. It is limited by law to 2.5 percentage points
and each annual reduction to 0.5% ad valorem.



categories and extended quota preferences to textile and apparel
pr oducer s*3.

CBERA countries enjoyed an advantage over Mexico in the rules
of origin. Wiile the 35% val ue-added is the sane under the GSP and
CBERA, CBERA countries can accunul ate value from one or nore CBERA
countries, including Puerto Rico and the US Virgin islands. In
addition, this m ninum val ue added content can be net by adding 20%
of the custons val ue of the product to 15 percent made up of US-nade
(excluding Puerto Rico) materials and conponents. Duty-free entry
into the USis also granted to products of Puerto Rico or of 100% US
origin that are processed or assenbled in a CBERA country and
inported directly into the custons territory of the US from the
CBERA country. This provision has encouraged nore production-sharing
operations between Puerto Rico and CBERA countries. The revised
1990 CBERA under section 222 also extended the original rules of
origin by granting duty-free entry into the US for certain products
other than textiles and apparel and petrol eum and petrol eum products
- that are "assenbled or processed” in CBERA countries wholly from
conponents or materials originating in the US. Certain kinds of
f oot wear assenbl ed in CBERA countries are one such exanpl e,

In NAFTA the duty was reduced to zero on sone assenbled
products other than apparel. These are however, nmainly articles for
which there is a phased elimnation of US duties on inports from
Mexi co under NAFTA. The latter articles are eligible for duty-free
treat nent under CBERA and thus give the Cari bbean Basin producers a
tenporary advantage over producers in Mexico. Mxico wll enjoy
duty-free access to the US and Canada once the NAFTA phasing-in is
conpleted for all articles that qualify under NAFTA rules of origin.
The Caribbean does not enjoy duty-free access to Canada for such
assenbl ed goods.

US inports of apparel from the Cari bbean and Mexico has been
growi ng substantially because of the liberalization of quotas under
provi sion 9802.00.80, the incentive to use nore US-origin content
(the duty-free content is twce that for other sectors) and
relatively higher tariffs in this area. Under NAFTA, apparel sewn in
Mexico from fabric fornmed and cut in the US enters the US free of
duty wunder the newly created 9802.00.90 provision. Caribbean
producers are subject to duty on the val ue added on such fabric.

BNAFTA which came into force on January, 1994 gave Mexico a greater preferential advantage over Caribbean
producers especially those involved in apparel production. Mexican apparel exports that are made from fabric that is
both formed and cut in the US now enters duty-free. Such apparel imports from the Caribbean are levied with MFN
duties or the value added.

““For more detailed examples see page 12 in USITC op. cct



By 1999, US tariffs on alnost all textile and apparel products
from Mexico wll be renoved. Such goods in order to neet the US
duty-free entry requirenent nust satisfy the basic origin rule which
is "yarn forward." According to this rule, goods nust be nmade in
North Anerica from the yarn stage forward ,that is, production of
yarn, fabric and end product. Overtine as duties are elimnated on
textiles and apparel from Mexico that neet the origin criteria, such
products that have US-made parts will not need to enter under the
9802. 00. 90 provision to receive duty-free treatnent.

Anot her significant advantage that Mexico enjoyed is that
textiles and apparel goods assenbled in Mexico from certain non-
North Anerican fabrics cut in the US will receive preferential NAFTA
duties under the new 9802.00.80.55 provisions. Such US inports wll
be limted by special annual "Tariff Preference Levels"” (TPLs) which
fix the quantity of certain goods that will benefit from the NAFTA
preferential rate. Inports beyond this level wll be subject to
hi gher MFN rates. Due to the large duty-free share, the effective
trade-weighted tariff for 9802 apparel inports averaged 7.8% ad
val orem as conpared with the nomnal rate of 17%

In terns of wholly-produced apparel being allowed duty-free
entry, NAFTA does not grant any real advantage to Mexico in so far
as Caribbean producers nmake little quality fabric that is used in
exports.

No significant changes occurred as regards the use of foreign
fabric not cut in the US. The M-N rate of duty will continue to
apply to all countries.

The maj or advantage for Mexico relates to the articles produced
from North Anerican originating materials. The Caribbean is charged
duty on the val ue-added while inports from Mexico enter duty-free.

In examning the major factors affecting conpetitiveness of
CBERA and Mexican apparel industries in all 9802 type'®, production
cost was identified as the key factor. Duty reductions under NAFTA
will reduce this cost of sourcing and thus will enhance the position
of Mexico. Not much significance was attached to the non-cost
factors such as fabric availability, quota availability and
quality. Duty elimnation led to a reduction of relative costs of
fabric, assenbly, transportation and m scellaneous costs and this
i nproved the conpetitive position of Mexico relative to CBERA
producers.

15 USITC. Potential Effects Of A North American Free Trade Agreement on Apparel Investment in CBERA
Countries. USITC Publication 2541 July 1992.




This study made production cost conparisons for the follow ng
representative apparel products :

HTS 6109. 10. 0005 Men's T-shirts
HTS 6105. 10. 0010 Men's all cotton golf shirts
HTS 6203. 42. 4010 Men's bl ue jeans

HTS 6206. 40. 3030 Wnen's pol yester bl ouses
HTS 6212. 10. 2020 Br assi eres

Mexico was found to have a cost disadvantage even after the
elimnation of the duties in wonen's suit-type coats and brassieres
- two products with high |abour costs not being offset by the cost
savings from NAFTA duty elimnation. For the other four products
NAFTA is expected to push Mexican producers into a stronger overal
conpetitive position.

The study did not consider other factors such as | abour supply,
infrastructure and proximty to the rmarket in terns of
transportation tine.
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APPENDIX 3 EXPORTABLE OFFER

106007000 Macaws and Parots
106009000 Live animals, nes

301109000 Live ornamental fish (excl. for
303702000 Frozen snapper, shark, etc, (exc
303709000 Frozen fish, nes, (excl. livers
303802000 Frozen fish roes

304209000 Frozen fish, nes, fillets
304900000 Frozen fish meat (excl. fillets)
305409000 Smoked fish, nes, (incl. fillets
305510000 Dried cod, not smoked
305599000 Dried fish, nes, not smoked

306002000 Frozen shrimps and prawns

804300000 pineapples

904110000 Dried pepper (excluding crushed

1006101000 Rice in the husk (paddy or rough)

2008009000 Other fruit, etc, prepared or pr

2208401000 rum

2505000000

3004905000 Cough and Cold preparations, ant

3004909010 Spirituous medicinal compounds

3303009010 Lime rum and similar preparation

3306101000 Toothpastes

3808102000 Mosquito coils

3917201000 PVC pipes

4202101000 Suitcases, travelling-bags

4403006010 greenheart, round piling and hew

4404001000 Split poles, piles, pickets, sta

4406000000 Railway or tramway sleepers (cro

1006109000 Rice in the husk (paddy or rough)nes.

1006202000 white rice, nes.

4407004000 Greenheart wood, sawn or chipped

4407006000 Mora wood, sawn or chipped lengt

2103909000 Sauces and sauce preparations; m

6101000000 Men's or boys' overcoats, etc, k
6105900000 Men's or boys' shirts of other t
6108290000 Women's or girls' briefs, etc, o
6109101000 T-shirts, of cotton, knitted or
6204100000 Women's or girls, suits
6204209000 Women's or girls, ensembles of 1
6204409000

6205200000 Men's or boys, shirts of cotton
6212100000 Brassieres

6217900000 Parts of garments or clothing ac

6309000000 Worn clothing and other worn art

7010901000
7102100000 Diamonds not mounted or set

7108100000 Gold (incl. plated with platinum

7108200000 Monetary gold

7113191000 jewellery

7321102000 cookers




1006401000 Broken rice,in packages for reta

1513110000 Crude coconut (copra) oil and fr

1603000000 Extracts and juices of meat, fis

1701110000 Raw cane sugatr, in solid form, w

1703102000 Cane molasses, from the extracti

1902009000 Pasta, nes

4407009000 Wood, nes, sawn or chipped lengt
4409209000 Non-coniferous wood, nes, contin
4412001000 Plywood consisting solely of she
4412009000 Plywood consisting solely of she
4418501000 Shingles of wood

4819100000 Cartons, boxes and cases, of cor

8431499000 Parts of machinery of 8425 to 84
9403500000 Wooden furniture of a kind used
9403609000 Wooden furniture, nes

9602009000 carvings



TABLE 1: GUYANA'S TOTAL EXPORTS TO THE EU (ECU '000)

1976 1980 1985 1990 1991 1992 1993
99776 113892 168961 118486 120538 150184 143033

TABLE 2: GUYANA'S LEADING EXPORTS TO THE EU (ECU '000)

CODE PRODUCT DESCRIPTION 1991 1992

1701 Cane or beet sugar and chemically pure sut 66134 106559

2606 Aluminium ores and concentrates. 17432 9627

1006 Rice : 11478 6559

2208 Undenatured ethyl alcohol of an alcoholic st 10244 7903

3824 Prepared binders for foundry moulds or cori 5090 4175

2207 Undenatured ethyl alcohol of an alcoholic sf 2003 5042

2008 Fruit, nuts and other edible parts of plants, ¢ 1004 1494

4407 Wood sawn or chipped lengthwise, sliced ol 1289 689

4412 Plywood, veneered panels and similar laminated wood :

7102 Diamonds, whether or not worked, but not n 1379 2581
SUBTOTAL 116053 144629
Percentage of Total Exports 96.3% 96.3%
TOTAL IMPORTS 120538 150184

1994
150021

1993
89395
10946

7538
15925

5536

3947

1717

1681

856
137541
96.2%
143033

1995
144,800

1994
79660
13848
18968
16115

5491

4443

2020

1613

2832
144990
96.6%

1996
174,548

1995
89601
27297

2676

6490

5646

3086

2465

2215

984
2452
142912
98.7%

%

Growth

%
Growth
1980-

1997 1976-1990 1997

189,117

1996
117371
25031
952
4086
4592
3333
2991
2573
5211
2632
168772
96.7%

1.3%

1997
104227
36328
17496
3392
5936
3046
3699
3929
2478
1500
182031
96.3%

150021 144800.3 174547.8 189116.75

TABLE 3: SHIFTS IN PRODUCT SHARE OF GUYANA'S EXPORTS TO THE EU (1995-1997)

CODE PRODUCT DESCRIPTION 1995 1996
1701 Cane or beet sugar and chemically pure sut 89601 117371
2606 Aluminium ores and concentrates. 27297 25031
1006 Rice : 2676 952

2208 Undenatured ethyl alcohol of an alcoholic st 6490 4086

1997 1995-1996 1996-1997 1995-1996 1996-1997

104227
36328
17496

3392

103486
26164
1814
5288

110799
30679.5
9224
3739

64.9%
16.4%
1.1%
3.3%

61.1%
16.9%
5.1%
2.1%

3.9%



3824
2207
2008
4407
4412
7102

SOURCE:

TABLE 4:

CODE
1701
2606
1006
2208
3824
2207
2008
4407
4412
7102

Prepared binders for foundry moulds or cori 5646 4592

Undenatured ethyl alcohol of an alcoholic sf 3086 3333
Fruit, nuts and other edible parts of plants, ¢ 2465 2991
Wood sawn or chipped lengthwise, sliced ol 2215 2573
Plywood, veneered panels and similar lamir 984 5211
Diamonds, whether or not worked, but not n 2452 2632
EUROSTAT

PRODUCT SHARE OF EXPORTS TO THE EU (1991-1997)

PRODUCT DESCRIPTION 1991-1992
Cane or beet sugar and chemically pure sucrose, in sac  86346.5
Aluminium ores and concentrates. 13529.5
Rice : 9018.5
Undenatured ethyl alcohol of an alcoholic strength by \ 9073.5
Prepared binders for foundry moulds or cores; chemic: 4632.5
Undenatured ethyl alcohol of an alcoholic strength by \ 3522.5

Fruit, nuts and other edible parts of plants, otherwise p 1249
Wood sawn or chipped lengthwise, sliced or peeled, wi 989
Plywood, veneered panels and similar laminated wood 0
Diamonds, whether or not worked, but not mounted or 1980

5936
3046
3699
3929
2478
1500

1996-1997
110799
30679.5
9224
3739
5264
3189.5
3345
3251
3844.5
2066

5119
3209.5
2728
2394
3097.5
2542

% Change
28%
127%

2%

-59%

14%

-9%

168%
229%

4%

5264
3189.5
3345
3251
3844.5
2066

3.2%
2.0%
1.7%
1.5%
1.9%
1.6%

2.9%
1.8%
1.8%
1.8%
2.1%
1.1%



TABLE 7

APPLIED NOMINAL AND EFFECTIVE RATES OF DUTY

111 Food For Final Consumption
112 Beverages and Tobacco
119 Other Non-Durables

121 Clothing & Footwear

129 other Semi-Durables

131 Motor Cars

139 Other Durables

211 Fuel & Lubricants

212 Food For intermediate use
213 Chemicals

214 Textiles & Fabrics

215 Parts & Accessories

219 Other Intermediate goods
311 Agricultural Machinery
312 Industrial Machinery

313 Transport Machinery

314 Mining Machinery

315 Building Materials

319 Other Capital Goods

900 Miscellaneous

Weighted Average

SOURCE:
BUREAU OF STATISTICS
TRADE STATISTICS SYSTEM

1992

31%
55%
23%
36%
27%
16%
17%
15%
11%

5%
12%
10%
17%

6%

8%
12%

5%
19%
11%

8%

14%

1993

28%
62%
31%
36%
28%
20%
19%
16%

3%

7%
11%
11%
17%

4%

7%
14%

5%
22%
12%

3%

16%

1994

23%
52%
24%
29%
21%
43%
19%
17%
9%
5%
6%
7%
11%
3%
5%
12%
5%
15%
7%
19%

14%

1995

31%
53%
19%
28%
21%
43%
17%
18%
5%
5%
6%
6%
11%
3%
5%
11%
5%
16%
8%
15%

14%

NOMINAL RATES

1996

21%
47%
26%
31%
23%
45%
19%
18%
9%
5%
6%
7%
11%
3%
5%
12%
5%
20%
7%
6%

15%

1997

19%
57%
19%
29%
22%
42%
16%
16%
9%
6%
6%
6%
10%
3%
5%
11%
5%
16%
7%
3%

13%

1992

18%
6%
4%

14%

14%

15%
3%
1%
1%
0%
3%
2%
2%
1%
2%
3%
0%
2%
3%
3%

3%

1993

14%
7%
8%

15%

17%

18%
6%
1%
1%
1%
4%
4%
3%
1%
2%
5%
0%
4%
3%
2%

4%

1994

11%
13%
7%
14%
14%
30%
8%
0%
1%
1%
2%
3%
3%
1%
1%
6%
0%
3%
2%
12%

4%

1995

20%
8%
8%

19%

13%

29%
6%
1%
1%
1%
2%
2%
2%
0%
2%
3%
0%
3%
2%

12%

5%

EFFECTIVE RATES

1996

9%
7%
8%
16%
15%
33%
9%
1%
2%
1%
2%
3%
2%
0%
2%
5%
0%
3%
2%
3%

5%

1997

9%
7%
6%
13%
14%
25%
7%
1%
2%
1%
1%
2%
2%
0%
0%
4%
0%
3%
2%
1%

4%



TABLE 8: GUYANA:

INDICATORS OF TRADE PROTECTION

ERP(50% |[REER
Value (1985=
Year CETA UANP IL UANP.1 |PMF UANP.2 |Added) |100)
1980 19 19 100 60 1.154 69.24| 138.48 65.1
1981 19 19 100 60 1.333 79.9 159.8 71.4
1982 19 19 100 60 2 120 240 80.9
1983 19 19 100 60 2.333 140 280 94.9
1984 19 19 100 60 2.38 143 286 96.8
1985 19 19 100 60 2.62 157 314 100.0
1986 19 19 100 60 2.727 164 328 94.8
1987 19 19 100 60 2.2 132 264 48.8
1988 19 19 100 60 25 150 300 61.3
1989 19 19 100 60 1.21 72.6 145.2 47.3
1990 20.4 20.4 70 50 1.11 55.5 111 34.3
1991 20.4 20.4 0 20.4 1 20.4 40.8 29.6
1992 20.4 20.4 0 20.4 1 20.4 40.8 32.7
1993 16 16 0 16 1 16 32 33.9
1994 16 16 0 16 1 16 32 32.6
1995 15 15 0 15 1 15 30 34.5
1996 15 15 0 15 1 15 30 35.3
1997 14 14 0 14 1 14 28 37.7




TABLE 10: PRODUCTS ENTERING UNDER PREFERENCE
CBERA

PREFERENCE ELIGIBLE
HS Code Product Description
441212 Plywood,at least | outer ply of hon-coniferous wood nes (ply's,6mm>
441211 Plywood,at least 1 outer ply of tropical woods(ply,s,6mm>
170111 Raw sugar,cane
30269 Fishnes,fresh or chilled exc heading no. 03.04, livers and roes
220840 Rum and tafia
420212 Trunks,suit-cases&sim container w/outer surface of plastics/textiles
940360 Furniture,wooden,nes
Total containing CBI preference
CBI Preference Total (from USITC)

CARIBCAN
PREFERENCE ELIGIBLE

170111 Raw sugar,cane

220640 Rum and tafia
30379 Fish nes,frozen,excluding heading No 03.04,livers and roes

320300 Colourg matter of vegetable or animal origin & preparations based thereon
30329 Salmonidae, nes,frozen,excluding heading No 03.04, livers and roes
30613 Shrimps and prawns,frozen,in shell or not, including boiled in shell
30269 Fish nes,frozen,excluding heading No 03.04,livers and roes
30420 Fish fillets frozen
90112 Coffee,not roasted,decaffeinated

PREFERENCE INELIGIBLE
620520 Mens/boys shirts, of cotton,not knitted
620343 Mens/boys trousers and shorts, of synthetic fibres, not knitted shirts, of cotton,not
610910 T-shirts,singlets and other vests,of cotton,knitted
620463 Womens/girls trousers and shorts, of synthetic fibres, not knitted
611420 Garments nes, of cotton, knitted
710612 Gold in unwrought forms non-monetary
260600 Aluminium ores and concentrates
710210 Diamonds unsorted whether or not worked



LOME

LOME PREFERENCE :PROTOCOL

100620 Rice,husked (brown)
100640 Rice,broken
100630 Rice,semi-milled or wholly milled,whether or not polished or glazed
100610 Rice in the husk (paddy or rough)
170111 Raw sugar,cane
220840 rum and tafia
170199 Refined sugar, in solid form,nes
170310 Cane molasses

20230 Bovine cuts boneless,frozen

LOME PREFERENCE: NON-PROTOCOL

382390 Chemical prods,prep&resid prod of chemical/allied industries,nes

220710 Undernaturd ethyl alcohol strgth by vol of 80% vol/higher

200891 Palm,hearts nes,o/w prep o presvd,whether or not sugsrd,sweet or spiritd

441212 Plywood,at least 1 outer ply of non-coniferous wood nes (ply's<6mm)

990887 Not classified

950699 Articles & equipment for sports$outdoor games nes&swimming&paddlg pools

220890 Undernaturd ethyl alcohol ,80%alc cont by vol&spirit,liquer&spirit bev nes

940390 Furniture parts nes

870422 Diesel powerd trucks w a GVW exc five tonnes but not exc twenty tonnes
30613 Shrimps and prawns,frozen,in shell or not,including boiled in shell

440920 Wood (lumber) continously shaped non-coniferous(hardwood)

852691 Radio navigational aid apparatus

940320 Furniture,metal,nes

MFN Duty Free Exports

260600 Aluminium ores and concentrates

710231 Diamonds non-industrial unworked or simply sawn,cleaved or bruted
440799 Lumber,non-coniferous nes

440399 Logs, non-coniferous nes

750120 Nickel oxide sinters& oth intermediate products of nickel metallurgy
890391 Sailboats,with or without auxiliary motor

400121 Natural rubber in smoked sheets

903289 Automatic regulating or controlling instruments and apparatus,nes



TABLE 11. GUYANA

Bindings and levels of MFN tariff rates before and after the Uruguay Round

| | | | |

Percentage of imports MFN RATES

GATT bound

Total Total Pre-UR Post-UR | Tariff Post-UR

pre - post - Applied applied reduc- bound
Summary product category UR UR Rate (1992) |rate (1997)|tion3 rate
111 Food For Final Consumption 0 100 31% 19% -37% 100
112 Beverages and Tobacco 0 100 55% 57% 3% 94.2
119 other Non-Durables 0 100 23% 19% -18% 50
121 Clothing & Footwear 0 100 36% 29% -21% 50
129 other Semi-Durables 0 100 27% 22% -19% 50
131 Motor Cars 0 100 16% 42% 155% 50
139 other Durables 0 100 17% 16% -71% 50
211 Fuel & Lubricants 0 100 15% 16% 9% 50
212 Food For intermediate use 0 100 11% 9% -15% 50
213 Chemicals 0 100 5% 6% 9% 50
214 Textiles & Fabrics 0 100 12% 6% -52% 50
215 Parts & Accessories 0 100 10% 6% -37% 50
219 other Intermediate goods 0 100 17% 10% -44% 50
311 Agricultural Machinery 0 100 6% 3% -45% 51.6
312 Industrial Machinery 0 100 8% 5% -41% 50.1
313 Transport Machinery 0 100 12% 11% -14% 56.3
314 Mining Machinery 0 100 5% 5% -5% 50
315 Building Materials 0 100 19% 16% -15% 50
319 other Capital Goods 0 100 11% 7% -40% 50
900 miscellaneous 0 100 8% 3% -62% 50




TABLE

2 GUYANA

PRODUCT% of exports Average levels and changes weighted by value of exports to:

GATT bound the World exc. FTA1

Total Total % of Post-UR  Tariff Post-UR

pre- post- exports  applied  reduc- bound

UR UR affected rate tion2 rate
Agriculture 0.3 100 0.1 132.5 0.011 133
Agriculture 0.3 100 15 13.2 6.6 16.4
Fish and F 23.6 100 19.6 0.7 0.527 0.7
Wood, Pul 88.2 100 1.6 3 0.057 6.2
Textiles ar 99.9 100 99.7 16.1 1.338 16.1
Leather, R 95.7 100 60.5 2.3 0.985 2.3
Metals 97.2 100 0 1 0 6.2
Chemical « 91.5 100 86.2 7.2 1.147 10
Transport 100 100 9.5 18.9 0.068 18.9
Non-Electr 74.2 100 73.4 11.6 4.549 13.1
Mineral Pr 97.6 98.2 0 0 0.001 0.2
Manufactu 96.6 100 84.5 4.7 5.08 4.9
Industrial ( 96.2 99.8 10 1.8 0.373 6
ALL MECF}H 54 99.9 13.1 3.3 0.669 6.8

TABLE 12 GUYANA

PRODUCTY% of exports

Average levels and changes weighted by value of exports to:

Agriculture

GATT bound the World exc. FTA1
Total Total % of Post-UR Tariff Post-UR
pre- post- exports applied reduc- bound
UR UR affected rate tion2 rate

0.3 100 0.1 1325 0.011 133




TABLE 13

GUYANA'S TRADE WITH CANADA

GUYNANA'S IMPORTS AND EXPORTS TO CANADA (1988-1995)

(value in thousan

ds of Canadian dollars)

1988 1989 1990 1991 1992 1993 1994 1995
Exporrts 15866 19994 24568 30824 39018 152172 203865 171208
Imports 5539 4393 10144 13592 6034 9118 5517 8144
Trade Balance 10327 15601 14424 17232 32984 143054| 198348 163064
Duty-free 1995 Exports from Guyana To Canada by Tariff Treatment ($ Cdn)
MFN CARIBCAN GPT British Total Free |Free as %
of Total CARIBCAN
Preferential Imports  |Exports as
% of Total
Tariff Exports
152946867 534109, 2901839 12346093 168728908 0.9850 0.003

Dutiable 1995 Exports from Guy

anato Canad

a by Tariff Treatment ($ Cdn)

MFN GPT |British Total Dutiable|Dutiable  as
Preferentia % of Total
| Tariff Imports

2105982 334984 38583 2479549 1.5%

SOURCE: STATISTICS CANADA




TABLE 14 EU BOUND RATE OF DUTY IN 2000 AFTER WTO TARRIFICATION AND TARIFF REDUCTION

Description of
Tariff item products
number

1 2

Sugar
1701.11.1(Raw sygar,cane

Refined sugar, in
1701.11.9(solid form,nes

-Rum and taffia:
2208.40.1(rum and tafia
2208.40.90

Rice

Rice in the husk
1006.10.1( (paddy or rough)
1006.10.60

Rice,husked
1006.20.5¢ (brown)

Rice,semi-milled

or wholly

milled,whether or

not polished or
1006.30.0( glazed
1006.40.0( Rice,broken

Palm,hearts nes,
2008.91.0( Palm,hearts nes

Ethyl alcohol
Undernaturd ethyl
alcohol strgth by
vol of 80%
2207.10.0(vol/higher

Base rate of duty

Ad valorem Other uU/B/C

3 4

424 ECUIT

524 ECUIT

1.0 ECU/%vol/hl + 5.0 ECU/hI

1.0 ECU/%vol/hl

12

330 ECU/T

413 ECUIT

650 ECU/T
200 ECU/T

20

30.0 ECU/hI

SOME SELECTED EXPORTS FROM GUYANA

Bound rate of duty
Ad valorer Other
(%)

Special  Other duties and
safeguard charges

4 6
339 ECU/1SSG
419 ECUNSSG
0.6 ECU/%vol/hl + 3.2 ECU/hI
0.6 ECU/%vol/hl
7.7

211 ECU/N1SSG

264 ECU/1SSG

416 ECU/MNSSG
128 ECU/1SSG

10

19.2 ECU/hI



Undernaturd ethyl
alcohol ,80%alc
cont by
vol&spirit,liquer&
2008.91.0( spirit bev nes 20 10

Chemical
3823.60.9: prods,prepé&resid 12 +360 ECU/T 7.7 + 230 ECLSSG




TABLE 15

EFFECT OF THE URUAGUAY ROUND ON GUYANA'S EXPORTS

AGRICULTURAL EXPORTS

FINAL (2005) UR EFECT (CHANGE IN NET

NET EXPORTS $M AV. 1990-1992 EXPORTS $M NET EXPORTS $m.
MEAT,Di |Grains inc MEAT,Di |Grains inc
ary(1) oil seeds |Sugar ary(11) |oil seeds |Sugar Total Pre-UR |Post-UR
-8 11 98 -0.4 -0.6 -9.4 -10.4 101 91
(1) Live animals excluded
OTHER EXPORTS
STATIC LOSS IN EXPORT EARNINGS FROM PREFERENCE EROSION AS A RESULT OF THE UR
OECD
Metals, Elect. Trnspt Other Imports  |Diversion |Revenue
Fish Minerals |Wood, Paper|chemicals |Equip Equip Indus 1992 +Creation |Chanmge
-0.1 -1.4 -0.1 -0.1 0 0 -0.8 137.3 -1.8 -2.5

SUMMARY OF QUANTATIVE EFFECTS OF THE UR ON EXPORT EARNINGS

REVENUE CHANGE After UR in $M

Total World Imports

LOSS AS SHARE OF TOTAL EXPORTS (%)

Share of
ACP
World
Trop Indg Ag Total 1992|Exports | Trop Ind Agr Total World
-0.1 -2.5 -10.4 -13 302 0.57 -0.05 -0.81 -3.44 -4.3

ESTIMATED NET INCOME EFFECTS FROM

UR WITH VARYING ELASTICITIES OF DEMAND

Loss of
Export
Earnings
as % of| Potential Gains From increase in Net Effect of UR as % of
Exports World income $m Exports to the World
De. El. +1 Dem. EI+3 dem.el=1 |dem.el=3
-4.3 3.17 9.51 -3.25 -1.15




Agriculture
Fish and H
Wood, Pul
Textiles ar
Leather, R
Metals
Chemical
Transport
Non-Elect
Mineral Pr,
Manufactu

Industrial ¢

ALL MECH

0.3

23.6

88.2

99.9

95.7

97.2

91.5

100

74.2

97.6

96.6

96.2

54

100

100

100

100

100

100

100

100

100

98.2

100

99.8

99.9

15

19.6

1.6

99.7

60.5

86.2

9.5

73.4

84.5

10

131

13.2

0.7

16.1

2.3

7.2

18.9

11.6

4.7

1.8

3.3

6.6

0.527

0.057

1.338

0.985

1.147

0.068

4.549

0.001

5.08

0.373

0.669

16.4

0.7

6.2

16.1

2.3

6.2

10

18.9

131

0.2

4.9

6.8




TABLE 16: US MFN TARIIFF ON SOME SELECTED EXPORTS

U.S Tariff Status

1996 HTS|Commodity |1996 Canada |Mexico
Subheadin |Description |col.1 Duty-free |Duty-free
g Rate oreWTO under  |under
AVE (%)1 |Final WTO NAFTA |NAFTA
Rate Year
0804.30.20 |Pineapples,fr 3.9|1.1cts/kg 2000 free free
1006.10.00 rice in the hu 0.6|1.8cts/kg 2000 1998 2003
1006.20.40 husked rbrow 5.3|2.1cts/kg 2000 1998 2003
1006.30.90 |rice semi-mill 3.4|1.4cts/kg 2000 1998 2003
1006.40.00 |broken rice 3.1|.44cts/kg 2000 free 2002
4412.19.50 |plywood 6.8 5.1 1999 mixed 2003
7108.12.50 |gold,nonmon 6.6 4.1 1999 free free
2208.40.00 |rum and tafia 7.8|23.7cts/pf 2000 free 2003

AVE= is the tariff estimated by USITC based on imports from all cpountries during Jan-Oct 1996




